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TO:

Customers First!
Plugging Wisconsin In

Members of the Senate and Assembly Select Committees on Job Creation

FROM:  Customers First! Coalition

DATE:  November 25, 2003

RE:

Customers First!’s Opposition to the Public Benefits Provision in the Job
Creation Act of 2003 (SB 313 and AB 655)

The Job Creation Act of 2003 includes a provision that would allow utilities to retain Public
Benefits fimds to run their own energy conservation programs for commercial, industrial and
agricultural customers. This provision is a familiar proposal which has failed in the past,
including by Governor McCallum’s veto of similar legislation in the 2002 budget repair bill.

Customers First! opposes including this initiative in the Job Creation Act for the
following reasons:

Sound energy policy is best developed through a consensus building process.
Wisconsin has a tradition of developing state energy policy through a bipartisan,
consensus process, achieving legislation through stakeholder input. Recently, the Senate
and Assembly passed SB 300/AB 632, legislation to streamline the permitting process for
electric generation and transmission projects in the state. This bill passed by a wide
margin, reflecting the months of work by legislators and the govemor’s office to seek
stakeholder input and develop reasonable compromises. By contrast, the Public Benefits
provision included in the Job Creation Act is not the product of a bipartisan consensus

process.

Give the Governor’s Task Force on Energy Conservation and Renewables time to
develop a comprehensive pragram, Governor Doyle recently appointed a task force to
review the Public Benefits program and state policy on energy conservation and
renewables. This bipartisan effort includes, among others, chairs of both the Senate and
Assembly Energy and Utilities Committees (Senator Cowles and Representative Jensen)
and members of the Senate and Assembly Natural Resources Committees (Senator Risser
and Representative Black).  Legislation now, as this task force is just beginning its
discussions, would be premature. ,

Further diversions of funds from Public Benefits would significantly erode the
program’s effectiveness. Over $47 million has already been diverted from Public
Benefits in the recently enacted state budget. This amounts to over one-third of the
program’s funding. Any further reductions, either through budget diversions or
permitting utilities to keep energy conservation funds, would significantly impact the

program’s effectiveness.
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This provision is an extension of a free pass for Alliant Energy. When Public
Benefits was created in 2000, Alliant Energy lobbied heavily for an exemption to protect
its existing energy conservation program for its industrial customers known as “Shared
Savings.” Alliant was granted a transitional period until January 2003 at which time the
company was required to contribute its full amount to Public Benefits. This provision is
another attempt by Alliant to avoid contributing its state-mandated share to the Public

Bencfits program.

Alliant’s Shared Savings program benefits shareholders more than ratepayers.
Under Shared Savings, Alliant loans funds to selected customers to upgrade equipment
and machinery under the guise of increased energy efficiency. However, customers are
asked to pay back the loans over a five-year period at no inferest, covering only a small
administrative fee of 3% in addition to re-paying the loan principal. Alliant then secks
recovery for this loan program through rates collected from all its customers. Essentially,
all ratepayers are covering the capital costs for cheap loans to a select few. Further, since
Alliant can recover program costs in rates, including even defaulted loans under an
escrow accounting procedure, there is littie risk to shareholders. Ultimately, this program
is a windfall to Alliant’s shareholders at the expense of its ratepayers.

Alliant has tried and failed to pass this measure before. Twice Alliant has supported
similar legislation, including in the 2002 budget repair bill. Then Governor McCallum
vetoed a similar measure saying, “...1 object to the diversion of funds from the state
program. This veto will ensure continuity in conservation, energy efficiency and
economic development projects in the public benefits program.” (Veto Message, veto
item #46) :

This legislation is unneeded. Reliability 2000 includes 2 provision that permits utilities
to obtain rate recovery for energy conservation spending above the funds transferred to
Public Benefits. In its current rate case before the Public Service Commission, Alliant is
seeking recovery of nearly $10 million for additional commercial and industrial energy
efficiency services beyond what it will contribute to Public Benefits.
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Comments of the

Wisconsin Paper Council
regarding
Assembly Bill 655 and Senate Bill 313

Northcentral Technical College
Wausau, Wisconsin
December 3, 2003

The Wisconsin Paper Council strongly supports regulatory
streamlining efforts, particularly those parts of AB 655 and SB 313

that relate to air quality regulations.

Before commenting on the need for regulatory. streamlining, we
want to make a couple of process-related comments. First, we
urge the Legislature to make regulatory streamlining an ongoing
priority — this cannot be a one-time effot. We also urge the
Legislature to continue to work cooperatively with the Governor and
regulatory agencies — most of the streamlining that must take place
needs to be implemented and supported by the regulators.

Second, we want to make one thing very clear — we are not
advocating any actions that would threaten the environment; we are
advocating streamlining the processes by which environmental
standards are implemented. Wisconsin's paper industry has a track
record of voluntarily operating beyond compliance requirements
and we intend to maintain that record.

Regarding the need for regulatory streamlining, there is much talk
about creating or recruiting high paying jobs in Wisconsin. The fact
of the matter is that we have high paying jobs — they are in the
paper industry and we need to keep them. Labor statistics show
papermakers to be the highest paid manufacturing workers in the
state, earning $49,000 annually.



» Wisconsin is the #1 papermaking state in the nation, a title we have held for
more than 50 years. However, the paper industry in Wisconsin and the rest
of the country is facing significant economic challenges. Many of these
challenges relate to fundamental economic changes — global economic
conditions, excess production capacity, industry consolidation and
globalization, foreign competition, and other factors.

» Companies are meeting these challenges with a variety of strategies. But
for the foreseeable future the dominant strategies will be cost control and
effective use of limited capital resources. Government regulation affects

both.

» There will always be a cost associated with regulations intended to meet
environmental, worker safety, and other worthy goals. This is not the issue.
The issue is meeting these goals as efficiently as possible. In this regard
Wisconsin does not fair well. Stories of additional costs imposed on
Wisconsin companies by slow processing, excessive compliance
requirements, or inflexibility are common. You will hear ancther in a few
minutes. Just as Wisconsin papermakers seek to be the high quality, low
cost producers, Wisconsin government must seek to become the high

quality, low cost regulator.

¥ In the current economic climate, financial resources are limited. Individual
milis within corporations routinely compete for needed resources.
Investment decisions can, and often do, come down to factors such as how
long it will take to get a permit — or even if a permit is needed, the cost of
regulation, and even the attitude of regulators ~ is a proposed project
viewed as an opporiunity or a threat. We have been advised by more than
one company that obtaining needed investments in Wisconsin is very
difficult because of the regulatory climate. State government needs to
warm up the regulatory climate to attract investment.

» The bills contain many air quality-related changes and call for the
evaluation of additional streamlining changes. We want to highlight a few of

particular interest to the paper industry.

« The bills call for adopting recent federal changes to new source
permitting rules. We are already working with DNR on rule changes
that would eliminate the costly regulation of phantom emissions
under the current rules. Some neighboring states already have
these new rules in place. The bottom line is that these rule changes

get in place as quickly as possible.



The bills call for DNR to evaluate streamlining measures, like
changing to a single, consolidated air permitting system. This type of
system, in place in Minnesota and several other states, would save
significant resources, both for companies and the DNR. We are
already discussing how to structure such a system with agency staff
and hope that a proposal can be developed before the end of the

legislative session.

The bills contain some permit flexibility provisions. One that is not in
the bills currently, but we are hopeful will be added, would give DNR
the authority to allow a company to begin construction of a project
prior to a permit being issued. This is authority that DNR wants and
would be particularly helpful in avoiding weather-related delays.

Finally, the bills clarify current statutory language relating to the
ability of a company to legally challenge individual permit conditions
while allowing project construction to begin. This would be a very
pro-development change, while maintaining environmental

safeguards.



NSR Public Comments — Wausau, WI - 12/3/03

My name is John Piotrowski and I am the Environmental Manager at
Packaging Corporation of America’s (PCA) pulp and paper mill in
Tomahawk, WI. T am here to support SB 313 and AB 655, particularly the air
quality-related provisions that Ed Wilusz referred to.

1 would like to provide a specific example that illustrates the business
disincentives caused by the regulatory shortcomings of Wisconsin’s current
New Source Review (NSR) rules:

During 2003, PCA sought an air construction permit for a “green energy”
project involving the collection of biogas that results from the biological
treatment of wastewater at our mill. Extensive testing and analysis during
2001 and 2002 determined that the amount of recoverable biogas would be
sufficient to displace all of the natural gas combusted in one of our industrial
steam boilers.

In fact, the amount of bioenergy recovered by this project is sufficient to
satisfy the annual heating demand of 300 northern Wisconsin households.
According the Department of Administration’s Focus on Energy Office,
PCA’s biogas project would recover more “green energy” than the combined
total of all other proposed “green energy “ projects in Wisconsin.
Additionally, the project will remove over 130,000 tons of naturally occurring
greenhouse gases from the environment. The project offers indisputable
environmental and economic benefits.

In order to accommodate biogas combustion in our industrial boiler, the
existing natural gas burner had to be replaced with a biogas burner thus
subjecting the project to NSR rules.

Wisconsin’s current NSR rule required PCA to compare the boiler’s past
actual emissions to its potential emissions — the maximum emissions assuming
continuous operation for one year — and determine if the difference exceeds a
regulatory permitting threshold, referred to as the significance threshold (in
this case 40 tons/year of nitrogen oxides). In the event the significance
threshold is exceeded, the installation of additional pollution control
equipment would be required. As an alternative, PCA could choose to limit

the use of the boiler to keep nitrogen oxide emissions below the significance
level.




Because PCA has historically operated the boiler in question at about 15% of
capacity, the actual-to-potential emissions calculation determined that the
proposed project would theoretically increase emissions by 98 tons, which
exceeds the 40-ton significance threshold. In reality, however, actual
emissions resulting from the combustion of biogas will be 19 tons or
approximately one-half the significance threshold.

o

In order to comply with existing NSR rules and avoid unacceptable operating
constraints, PCA is installing pollution control equipment at a cost of $250,000
in order to control 19 tons of actual nitrogen oxide emissions and 79 tons of
non-existent potential nitrogen oxide emissions. In principle, PCA does not
object to installing pollution controls that result in substantive ‘real world’
emission reductions. However, the NSR rule currently used in Wisconsin
requires companies to spend, in our case, hundreds of thousands of dollars in
order to remove phantom emissions from the environment. This situation is
so onerous that PCA seriously contemplated abandoning the biogas project.

Here is an analogy that illustrates our objections with current NSR language.

Suppose I earn $40,000/yr at my current job and receive a promotion that
pays $45,000/yr. If the Wisconsin tax code operated under current NSR
principles, my income tax might be calculated as follows:

My past actual income was $40,000. My ‘potential-to-earn’ income would be
$189,500, because a NSR type of tax code would assume that I could work 24
hours a day, 7 days a week and 365 days per year at my new pay rate. Due to
the substantial difference between my past actual and future potential income,
I would be taxed on $189,500 of potential income instead of $45,000 of actual
income. Aside from some officials in the Department of Revenue, I doubt that
few wage earners in Wisconsin would support this sort of tax code structure.

Our biogas project collided with another legal barrier that Ed referred to and
that should be fixed in a later version of the bill. Under current Wisconsin
law (s. 285.60 Stats.), an applicant for an air construction permit is not
allowed to turn so much as a shovel full of dirt until a 30-day public comment
period on the proposed permit has elapsed.

PCA’s proposed biogas construction permit was released for public comment
in late September. By law, the project was on hold until late October to




accommodate the public comment period before we could dig a %2 mile long
trench in order to install an underground biogas delivery pipe. Due to
deteriorating weather conditions that predictably occur in northern
Wisconsin in late autumn, our contractor cautioned us that he could not
guarantee that the pipeline could be installed at such a late date. Fortunately,
the weather was marginally cooperative and our contractor sufficiently
creative to allow for late season installation. Without good luck and
creativity, the state's largest green energy project wonld have been delayed
another six months.

In PCA’s opinion, it is incumbent upon the State to allow the regulated
community the flexibility to proceed, at their own risk, with earthwork and
other related activities that do not modify the actual emissions source in order
to accommodate the reality of Wisconsin’s relatively limited construction
season and preclude expensive construction delays. This recommendation is
not without precedent as other states in the upper Midwest allow their
businesses (and our competitors) this sort of flexibility.

In conclusion, we urge the legislature to pass SB 313 and AB 655 in order to
advance NSR reform in Wisconsin. NSR reform is a positive step that ensures
continued protection of Wisconsin’s air quality while simultaneously
providing the regulated community with the assurance that capital deployed
for environmental protection achieves reductions in actual, as opposed to
theoretical, emissions.

We also recommend that the legislature modify s. 285.60 Stats. in a manner
that recognizes the constraints imposed by Wisconsin’s climate and allows for
limited pre-permit construction flexibility.

Thank you for the oppoftunity to offer these comments.

John Piotrowski

Packaging Corporation of America
N9090 County Road E

Tomahawk, WI 54487
715-453-2131 x349



Senate Bill 313 / Assembly Bill 635 Testimony
December 3, 2003

My name is Bruce Ridley.
I am the plant manager for Packaging Corporation of America in Tomahawk.

We produce medium containerboard on 3 paper machines using virgin hardwood
fiber and recycled box clippings.

The first machine was installed in 1920, the second in 1929, the third in 1955 and
the No.4 machine was installed in 1978 while the No.l machine was shut down.

We employ about 450 people in a town of 3600 and a county of 30,000. Our
payroll is about $33 million. Our wood purchases are about $20 million, while we pay
$400,000 in property taxes. We donate $50 — $60,000.00 annually to charitable
organizations and have given $230,000.00 worth of employee incentives through the
local Chamber of Commerce. We are an important piece of the local, county and state

economy.

During the past seven years, the Tomahawk Mill has received 10 state and
national environmental awards in recognition for improvements in air quality, water
quality, recycling, hazardous waste reduction, environmental education and process

innovation.

Why is Regulatory Reform so important to Packaging Corporation of America
(PCA) here in Wisconsin?

The current state of the paper industry in Wisconsin has been well publicized
lately and most everyone understands that continuing capital investments are the
lifeblood of any manufacturer.

My mill competes globally for market share and we compete with other PCA
facilities and possible acquisitions for capital.

PCA currently has 3 other primary mills, in Michigan, Tennessee and Georgia.
We have 68 box plants all over the country, 3 of them in Wisconsin.

Wall Street, Boards of Directors and Company Officers are expected to have good
returns all the time. Cyclical returns are not accepted any more. Long and short-term
investments need to be accurate and timely. This requires even long term investments to
be analyzed, engineered, constructed and put on line quicker than ever before.

In Wisconsin, there are several drawbacks that hamper me from delivering these
results and thus attracting capital to Tomahawk. Some of these are:
- Environmental permitting timelines.



- In Wisconsin I may need a permit that other states do not require.
- In Wisconsin, there are no provisions for “at your own risk” project
commitments to deal with the winter weather.

- I’ve canceled good projects for my business and the environment
because of future potential emissions versus actual emissions. In this
case the Tomahawk Mill is severely punished for operating well below
our permit limits.

Regulatory Reform that is being considered here today along with the
EPA’s recommended changes, the positive actions already taking place in WDNR
under Secretary Hassett’s leadership and Governor Doyle’s commitments to
Grow Wisconsin are all needed to help secure the future of the Tomahawk Mill.

We are already one of the lowest cost producers of medium in North
America, but our future depends on the actions we take now.

Regulatory Reform will not relax the standards. It will set the stage so that
businesses can partner with the WDNR like we do with other business associates.

PCA at Tomahawk has demonstrated that we can do projects, invest
capital, that is not only good for our business, but good for the environment as

well.

John Piotrowski is here today as well and will give you some examples.

Regulatory Reform will give businesses and the WDNR a platform for
win / win solutions.

Please pass the Regulatory Reform bill and help me keep
papermaking in Wisconsin. We need to make Wisconsin better than a speculative
state for investments. Help me keep high paying jobs in Wisconsin. If for no other
reason, pass this bill for an improved environment.

I would also like to extend an invitation to any of you on the sub-commiittees to
visit us at the Tomahawk Mill. We would be glad to give you a papermaking tour
and a chance to meet some of our employees.

Thank-you.

Bruce A. Ridley

Plant Manager

Packaging Corporation of America
N9090 County Road E

Tomahawk, Wi.

54487 Tel. (715) 453-0499
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| Customers First!
Plugging Wisconsin In

December 4, 2003 \/

Senator Joe Leibham
State Capitol

Room 409 South
Madison, WI 53702

Re: Customers First! Coalition Response at the Wausau Hearing for the Jobs
Creation Act (AB 655/ SB 313)

Dear Senator Leibham:

Thank you for the opportunity to present Customers First’s views on the Public

Benefits provision included in the Job Creation Act at the public hearing in Wausau
on December 3™, At that hearing, you asked me a question about the Reliability 2000
legislation; I would like to clarify my answer.

I misinterpreted your question and therefore gave you an incorrect answer. My
response should have been that Reliability 2000 was indeed a part of the state budget
bill {1999 Wisconsin Act 9). This compromise was reached after extensive
discussions with stakeholders and agreement from all parties involved.

I apologize if my answer created confusion.

Sincerely,

‘a Oty 7w
Cathy Boies

cc: Senate and Assembly Members of Select Committees on Job Creation
Senator Roger Breske '
Senator Russ Decker
Senator Julie Lassa
Representative Gregory Huber
Representative Louis Molepske
Bill Jordahl

American Association of Retired Persons-Wisconsin « Citizens' Utility Board » Dairyland Power Cooperative »
International Brotherhood of Electrical Workers-Local 2304 » International Brotherhood of Electrical Workers-Local
2150 » Madison Gas & Electric Company « Municipal Electric Utilities of Wisconsin « National Federation of
Independent Business-Wisconsin « RENEW Wisconsin « Wisconsin Alliance of Cities » Wisconsin Community Action
Program Association « Wisconsin Electric Cooperative Association » Wisconsin Federation of Cooperatives «
Wisconsin Merchants Federation « Wisconsin National Farmers Organization « Wisconsin Public Power Inc. »
Wisconsin Retired Educators’ Assoclation « Wisconsin Towns Association
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The first picture shows a stream relocation or straightening that is less than five
hundred feet in length. Under the “Jobs Creation Act of 2003”. This activity could
be done under a general permit with no standard to protect fish and wildlife
habitat, water quality and natural scenic beauty. There would be no opportunity
for public notice or hearing until after the project was under construction.

The second picture shows a grading on the bank of a lake. Depending on the
circumstances, this project would either be exempted from a permit or only
require a general permit. In either case, the project would not have to meet
standards protecting fish and wildlife habitat, water quality or natural scenic
beauty. If totally exempted from a permit, there would be no public notice or
hearing required at any time. If covered by a general permit, there would be not
be a public notice or opportunity for public hearing until after the construction is
underway.
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Fourth, this legislation calls for significant changes to Chapter 227. Chief among these is
establishing a cost benefit test for new administrative rules. Such a test is an inappropriate
use of economic analysis especially when applied to health, environmental and natural
resource regulations. Focusing on easily quantified costs to the exclusion of less easily
monetized social benefits clearly biases the process against regulation. Authorizing the
Department of Administration to block implementation of new rules it deems to have
failed such a test begs the question of how the DOA develops the expertise to evaluate
proposals from different agencies, what capacity they have to do so, and how the agencies
will be provided with the money and personnel to carry out the analyses. Rather than
improving the rulemaking process, this legislation appears designed to bring that process to
a grinding halt.

We should be clear about one thing: regulations are not written with an eye to stifling
economic expansion. Regulations are generally required to correct for the inability of the
market to capture the costs of damage to public health and the environment, and the failure
of the market to prevent that damage in the first place. You should reject the rollbacks
included in these bills and reject the damaging changes to the administrative rules process.
To the extent there is any merit in specific sections of these bills, bring them forward as
individual bills for proper review, comment, and consideration. The sooner you table this
bill, the sooner you can do just that.

The mission of the Wisconsin League of Conservation Voters includes educating the
voting public about key conservation issues. Our Scorecard Committee, composed of 15
conservation experts state-wide, assists in the production of our Conservation Scorecard
presenting key votes on conservation and environmental legislation each year.

The Wisconsin Conservation Briefing Book 2003-2004, prepared in collaboration with
more than 30 environmental and conservation groups, land trusts, government advisors and
academics, serves as the basis for many policy positions taken by the Wisconsin League of
Conservation Voters. This resource, which provides background information on
conservation issues, detailed policy recommendations, and resource directories was
delivered to your office earlier this year. For an additional copy of the Briefing Book,
please contact the WLCV office or visit our website at www.conservationvoters.org.

If you have any questions about this bill or any other Wisconsin conservation issue, please
do not hesitate to contact the WLCYV office at (608) 850-4585.
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